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Tl!E llOLSF 

\\ .\ SIll '. G TU :--: 

May 14, 1975 

Dear ll.be: 

purpose of this letter is to respon1 to your 
and Governor Carey's to me for my support 
for legislation which enabJ.e tl1e 
Ci ty of New York to use the cred it of the"unitcd 
States for a period of 90 days and in the amount 
o f $1 billion. 

As you and Governor Carey explained it to me , thi s 
90-day period would enable the City to bridge the 
period needeC for the New York State Legi slature 
to act upon yo11r request for taxing 
authority and subsequently ena ble you to su!Jmit , 
and the City Council to adopt, a b a lanced budget 
for the fiscal year beginning on July l, 1975. 

T \-lt=H; rleP.f)l y :i mprEO:SSt-:cl wi. t.h 1-.h r--• yon .4nrl 
the City Council must face in the next fev; vJeeks 
in meeting the financial prob lems of tlle great 
City of New York. I was also deeply impres sed 
with the difficult steps confronting you to 
eliminate the extraordinary ir. !b.:-t l ance bct\·,'een 
current: revenues and current expenses. llm·.'cver, 
it wa s also cJear that the City 's basic critical 

condition is not new hut has been a 
long time in the making v1it:.hout b eing sq·-.··.arely 
faced. It was also clear that a ninety d8y Feder&l 
guarantee by itself \;onld prov ide no solu>cion 
but \·lould postpone, for ·t:hat pe1: iocl , comi ng 
to grips with the problem . 

For a sound judgment to be made on this problem 
by all concerllcd, there must present c"J a plan 
on hOI\' the Cj ty \.'oulc1 b .-::t lance :i.. i:.s budget . 'This, 
given ·the <'n r.o unt involved to accomplis!1 tha.t baL.nce , 
would require .:m evului.l tion of Hlla·t t .h 2 City can 
thrm1gh curto.iJ mcnt of less essc•ntial services a::r-1 
subsidj_e s and what activities the City c il n 
under existing sta tc l<:n·:s to l: ce\·1 York Sto to. 
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Fiscal responsibility is essential for cities, 
st:u tes unrl t.:.he FedeJ:al governmo:;nt. I }~nm·: h0\·1 lw.:c<.l 
it is to reduce or postpone worthy and desirable 
public programs. Every f:a.mily \·lhich rr.al:cs np a 
buc1ge·t lla_s to make JXJ.inful choices. lls \~c m::J.ke 
these~ choices at home, so must \·Je also m0_}·;e t .ltem in 
public office too. 1de must star proDising rno:ce and 
mo:cc services 1·1ithout knov-;ing hov1 we \·.'ill cover 
their costs. · 

I ha·Je no doubt t:hc:.:.i: t:he adoption of sound bnd<)ei: 
policies would have a substantjal and beneficial 
effect on both short <:md long term credit of the 
Ci ty of New York. 

l11ore speciJ'.'ically, in regard to you:c rec;ties-t to 1Tt 2 
for suppm.-t of Congressional lc::gislation 'co provid e:; 
Fede1~al bacLing and guc:rantee of ci·ty debt., I beli2vc 
that the proper place for any request for backjng 
and auarantee is to the State of New York. For _, 

such "brid g-r:' loan l e~rislation", it seems to be 
both logic~l and desirable for the State of New 
York to arrange under its la'i-.'S a "brid<:Je loa.n" 
to the City in the amount that you estimate will 
be needed during the City's fiscal year. 

In view of Uie foresciing consiC::.c~ra tions, I must 
deny your request ror support of your FeGe~ctl 
l egislative proposal. 

I have asked Secretary Simon to follow closely 
th e credit situation of the City of New York ~ver 
the next few weeks, and to ke ep me info:cffied . 

The Federal Reserve Board , undc:c its statutory 
responsibilities, will, I am sure, likewise 
monitor the situation very closely . 

Sincerely 1 

§ 941 I' /1 
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The Honorable l\brnh~;n D. Beame 
Mayor of New York City 
Nev1 York, New York 
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